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Exhibit 2 is included to help prompt discussion during the development of the grant
agreement.  Failure to specify in the grant agreement how program income will be
calculated will result (by default) in the use of “gross” income as equal to program income.

Sec. 7  How may the State use program income?  43 CFR 12.65(g) identifies three
methods (deduction, addition, and cost sharing or matching) for applying program income
to Federal and non-Federal outlays.  All three methods are acceptable.  However, if the
State fish and wildlife agency wishes to use any method other than deduction, it must
identify the method in the grant agreement.  

     a.  If a State fish and wildlife agency wishes to use the deduction or addition methods,
the Service will authorize such use.  

     b.  If a State fish and wildlife agency wants to use the cost sharing method of applying
program income to the outlays, the Service must review the reasoning provided by the
State and make the final decision based on a variety of factors related to the intent of the
Wildlife and Sport Fish Restoration Programs.  Examples of acceptable factors might
include situations where program income is incidental to the accomplishments of the
approved purposes of the grant, and would: 

        (1) Allow the State share of funds to be used on additional fish or wildlife related
projects that otherwise could not be sufficiently funded;

          (2) Allow State’s Federal Assistance funds saved by using this method to be targeted
for additional qualified Program activities; or 

        (3) Result in a net benefit to the Program.

Sec. 8  What may a State do with program income if it exceeds the amount that can
be applied to the grant from which it was earned?  If more program income is
generated by the grantee during the grant period than can be deducted, added, or applied
to meeting cost sharing requirements, then that excess program income balance may be
applied, as appropriate, to a subsequent grant that has purposes consistent with the grant
that generated the excess program income.

Sec. 9  How is income generated outside the grant period handled?  Grant
agreements must contain specific language that income generated by the grantee outside
of the grant period from Federal Assistance supported acquisitions or other activities will
either be (1) treated as license revenue and used to support the administration of the State
fish and wildlife agency, or, (2) if the State so requests, used as additional funding for
purposes consistent with the grant or the Program that generated the income.  For existing
grant agreements (both open and closed) that do not contain specific language regarding
the disposition of income outside the grant period, income generated by the grantee outside
of the grant period is to be treated as if it were license revenue.  Lacking specific language
requested by the grantee in the grant agreement, there are no requirements to account for
income generated by a subgrantee outside of the grant period unless provided for by the
grantee in the award to the subgrantee.  However, the grantee and subgrantee may enter
into subsequent contractual agreements that require accounting of income generated
outside the grant period in order to comply with separate obligations (e.g., maintenance of
a facility during its useful life, oversight of allowable commercial activities, etc.).






